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INDEPENDENT AUDITOR’S REPORT

To the Commissioners
Town of St. Michaels, Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
and each major fund of the Commissioners of St. Michaels (the Town), as of and for the year ended June 30, 2017,
and the related notes to the financial statements, which collectively comprise the Town’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, and each major fund of the
Commissioners of St. Michaels, as of June 30, 2017, and the respective changes in financial position, and where
applicable, cash flows thereof and the respective budgetary comparison for the General Fund for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, budgetary comparison information, proportionate share of the net pension liability, and required
pension contributions be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplemental information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Commissioners of St. Michaels’ basic financial statements, The Analysis of Revenues and
Expenditures/Expenses - Budget and Actual - All Fund Types (Schedules C and D), and the Statement of Revenues,
Expenses, and Changes in Fund Net Position - Budget and Actual - Enterprise Fund (Schedule E), are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The schedules referred to in the previous paragraph are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, those schedules are fairly stated in all material respects in relation to the basic
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 26, 2017, on our
consideration of the Commissioners of St. Michaels’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Commissioners of St. Michaels’ internal control over financial reporting and
compliance.

LWKM J-Tﬂp

Seaford, Delaware
October 26, 2017



COMMISSIONERS OF ST. MICHAELS
MANAGEMENT’S DISCUSSION AND ANALY SIS
JUNE 30, 2017

This section of The Commissioners of St. Michaels’ annual financial report presents the discussion and analysis of the Town’s
financial performance during the fiscal year that ended on June 30, 2017. Please read it in conjunction with the Town’s
financial statements, which follows this section.

BASIC FINANCIAL STATEMENTS

This report provides both long-term and short-term information about the Town’s overall financial status. The fund financial
statements focus on the individual parts of the Town government, reporting the operations of the Town in more detail than the
government-wide statements. Both perspectives (government-wide and individual fund) allow the user to address relevant
questions, broaden the basis for comparison (year to year or government to government) and enhance the Town’s
accountability.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements report information about the Town as a whole and are designed to provide readers
with a broad overview of the Town in a manner similar to a private sector business. The statement of net position includes all
of the government’s assets and liabilities reported using the full accrual basis of accounting. The statement of activities
accounts for all of the current year’s revenues and expenses, regardless of when cash is received or paid.

The two government-wide statements report the Town’s net position and how it has changed. Net position, the difference
between the Town’s assets, deferred outflows, liabilities and deferred inflows are one way to measure the financial health of
the Town. Over time, increases or decreases in the Town’s net position are an indicator of whether its financial health is
improving or deteriorating. To assess the overall health of the Town, one needs to consider other non-financial factors such as
changes in the Town’s property tax base and condition of the Town’s infrastructure.

The government-wide financial statements of the Town are divided into two categories:

Governmental Activities - Most of the Town’s basic services are included here, such as police and other public safety services,
parks and recreation, public works, planning and zoning, and general administration. Property and state-shared taxes, charges
for services, and state grants finance most of these activities.

Business-type Activities - The Town’s water operations are reported here. Fees are charged to water customers to help cover
the costs of providing the services.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the Town’s most significant funds. The focus is on
major funds rather than fund types.

The Town has two types of funds:

Governmental Fund - The General Fund is the Town’s only governmental fund, which focuses on (1) how cash and other
financial assets that can readily be converted to cash flow in and out and (2) the balances left at year-end that are available for
spending. Consequently, the governmental fund statements provide a short-term view that helps determine whether there are
more or fewer financial resources that can be spent in the near future to finance the Town’s programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, additional information is provided on
the governmental fund statements, or schedules immediately following the governmental fund statements, that explain the
relationship (or differences) between them.

Proprietary Funds - Services for which the Town charges customers a fee are generally reported in proprietary funds. These
funds, like the government-wide statements, provide both long-term and short-term financial information. The Town’s
enterprise funds (one type of proprietary fund) are the same as its business-type activities, but the fund financial statements
provide more detail and additional information, such as cash flows. The Town utilizes enterprise funds to account for its water
operations.

-5-



COMMISSIONERS OF ST. MICHAELS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2017

FINANCIAL ANALYSIS OF THE TOWN AS A WHOLE

The Town’s combined net position increased by 1% from 2016 to 2017 (See table below). General fund net position decreased
by 1%, while the business-type fund increased by 14%. The changes are primarily the result of the Town being able to meet
operational costs as well as to fund capital improvements with current revenues, prior year reserves, grant contributions, and
investment earnings, without incurring any substantial new debt.

Commissioners of St. Michaels
Net Position

(in millions)
Governmental Business-Type Total Total
Percentage
2017 2016 2017 2016 2017 2016 Change
Current and Other Assets 10.54 10.42 0.31 0.51 10.85 10.93 (1%)
Capital Assets 10.36 10.62 4.70 4.21 15.06 14.83 2%
Deferred Outflows 0.20 0.12 0.03 0.02 0.23 0.14 64%
Total Assets and Deferrals 21.10 21.16 5.04 4.74 26.14 25.90 1%
Long-Term Debt - - 1.33 1.47 1.33 1.47 (10%)
Other Liabilities 1.22 1.12 0.18 0.18 1.40 1.30 8%
Total Liabilities 1.22 1.12 1.51 1.65 2.73 2.77 (1%)
Net Position
Capital Assets Net of Debt 10.36 10.62 3.19 2.74 13.55 13.36 1%
Unrestricted 9.52 9.42 0.34 0.35 9.86 9.77 9%
Total Net Position 19.88 20.04 3.53 3.09 23.41 23.13 1%

The Town’s total revenues (excluding transfers) decreased by 11% to $3.36 million (See table below). Revenue from business-
type activities decreased by 26% to $1.29 million, which is due to a decrease in capital grants received from DHCD and MDE.
General Governmental revenues increased by 3% to $2.07 million, which is primarily attributable to an increase in real estate
taxes and the sale of surplus real estate.

The total cost of all programs and services increased by 12% to $3.08 million. The costs of business-type activities increased
by 17% to $.70 million, which was primarily due to an increase in water tower maintenance and depreciation. The costs of
governmental-type activities increased by 10% to $2.38 million, which is primarily due to an increase in capital spending and
various other line item expenditures. The governmental expenses in the table on the next page are shown net of fees, charges,
and grants.
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Commissioners of St. Michaels

Change in Net Position

(in millions)
Governmental Business-Type Total Total
Percentage
2017 2016 2017 2016 2017 2016 Change |

Program Revenue

Charges for Services - - 0.66 0.63 0.66 0.63 5%

Capital Grants - - 0.63 1.12 0.63 1.12 (44%)
General Revenue

Taxes 2.00 1.96 - - 2.00 1.96 2%

Investment Income 0.07 0.05 - - 0.07 0.05 40%

Total Revenue 2.07 2.01 1.29 1.75 3.36 3.76 (11%)

Program Expenses - Net

General 0.47 0.36 - - 0.47 0.36 31%

Police 1.01 1.03 - - 1.01 1.03 (2%)

Public Works 0.90 0.77 - - 0.90 0.77 17%

Water - - 0.70 0.60 0.70 0.60 17%

Total Expenses 2.38 2.16 0.70 0.60 3.08 2.76 12%

Excess (Deficiency) (0.31) (0.15) 0.59 1.15 0.28 1.00 (72%)
Transfer In/Out 0.15 (0.20) (0.15) 0.20 - - -
Change in Net Position (0.16) (0.35) 0.44 1.35 0.28 1.00 (72%)
Net Position - Beginning 20.04 20.39 3.09 1.74 23.13 22.13 5%
Net Position - Ending 19.88 20.04 3.53 3.09 23.41 23.13 1%

GENERAL FUND BUDGETARY HIGHLIGHTS (For purposes of the MD&A presentation, the budgeted amounts refer o

general operational expenditures, and capital funds net of prior vear funding).

The original budget was amended once during the year.

Actual revenues of $2.67 million were over budgeted revenues by $0.29 million. This favorable variance is primarily due to

the unbudgeted sale of surplus real estate, along with other charges and fees.

Actual expenditures in the amount of $2.67 million came in $0.25 million under budgeted amounts. This favorable variance is

due to capital spending under budgeted amounts.

WATER FUND BUDGETARY HIGHLIGHTS

Actual revenue of $0.66 million was constant with budgeted revenue. Expenditures came in $0.05 million over budgeted

amounts, This unfavorable variance is due to various line item expenses coming in over budget.



COMMISSIONERS OF ST. MICHAELS
MANAGEMENT’S DISCUSSION AND ANALYSIS
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2017, the Town had $15.06 million invested in capital assets, including police equipment, parks and recreation
facilities, buildings, land, vehicles, and water system improvements, This amount represents a net increase (additions,
deductions, and depreciation) of $0.23 million or 2% from the prior year.

Commissioners of St. Michaels
Capital Assets Net of Depreciation
(in millions)

Governmental Business-Type Total

2017 | 2016 | 2017 | 2016 | 2017 | 2016
Land and Improvements 1.92 2.09 - - 1.92 2.09
Buildings 0.83 0.87 - - 0.83 0.87
Equipment 0.10 0.13 . -] 0.10 0.13
Improvements 7.34 7.36 - - 7.34 7.36
Vehicles 0.17 0.17 - -] 0.17 0.17
Water . - 4.70 421 4.70 4.21
Total Capital Assets 1036 | 10.62 4.70 421 | 15.06 | 14.83

Note 4 of the Notes to the Basic Financial Statements gives further details of the Town’s capital asset activity.

Debt

At year-end, the Town had $1.33 million in bonds and notes outstanding, versus $1.47 million in 2016, a decrease of $0.14
million or 10% under last year.

Commissioners of St. Michaels

Debt
(in millions)
Governmental Business-Type Total
2017 | 2016 | 2017 2016 2017 | 2016
USDA - Water Bonds - - 0.33 0.39 0.33 0.39
Maryland CDA - Water Tower - - - 0.19 - 0.19
Maryland Department of Environment - Arsenic Removal - : 0.80 0841 0.80 0.84
Maryland Department of Environment - Arsenic Removal II d R 0.20 0.05 0.20 0.05
Total Debt - - 1.33 147 133 1.47




COMMISSIONERS OF ST. MICHAELS
MANAGEMENT’S DISCUSSION AND ANALYSIS
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Note 6 of the Notes to the Basic Financial Statements gives further details of the Town’s debt activity.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The economic climate remains relatively unchanged from last year. Fixed costs associated with long-term infrastructure
projects cannot be reduced while the revenues from investments and taxes are projected to remain at the low levels set in FY
2010. The State’s reduction to local governments in the Highway User revenues and Police Protection grants also continues.
These funding reductions continue to be exacerbated by low interest rates. These losses required the Commissioners to take
the following approach in balancing the budget for the Town. The Commissioners have:

Reviewed and reduced expenditures not essential to the core operations of the Town;
Reviewed and considered the services currently provided to citizens;

Reduced town debt in each of the past two fiscal years;

Utilized funding from prior years’ reserves;

Raised real estate tax rate by 1 penny to $.46 per $100 of assessed value.

el

In an effort to reduce debt payments owed by the Town, the Commissioners amended the FY2011 budget by paying off the
balance of the 2006 Public Improvement Bond early. The Commissioners transferred the funds to pay off the debt from the
Electric Utility Proceeds, reducing the fund balance by $4,575,594. This debt retirement combined with spending down
unrestricted prior year reserves, then allowed the Commissioners to reduce the tax rate in the next several budgets for a total
reduction of 19 cents per $100 of assessed value. As unrestricted prior year reserves were reaching the minimum level as set by
the Town’s Fiscal Policy. In FY2017 the Commissioners funded only a new police car from prior year reserves and were in the
financial position that a 1 penny tax increase was necessary.

The Town’s real estate tax (FY2017) is 46 cents per $100 of the State’s assessment of the property values. The Town’s
assessable base increased from $250,837,531 to $256,863,220 from FY2016 to FY2017, an increase of $6,025,689 in
assessable base. This number, while showing an increase from last year is still down from the FY2009 assessable base of
$301,557,489.

Also, since FY2012, both the Public Works and Administrative Departments had been operating with one less employee, for a
total decrease since FY2010 of 2 people in each department. In FY2015, the Commissioners added a Communications
Manager position to the Administrative Department. In FY2017, due to changes in policing, the Commissioners funded one
new police officer and funded % a year for a second new police officer.

The Commissioners implemented a new refuse collection policy in FY2011 that includes curbside recycling and takes refuse
removal to one day a week. This policy has reduced the amount of refuse being hauled to the landfill by approximately 50%
and has freed up the three public works crewmembers one additional day per week.

Legal fees for FY2017 remained low in the Administrative Department. The ongoing zoning case ended and legal fees in the
Planning & Zoning Department dropped significantly and should remain steady in FY2018. Administrative legal fees should
be fairly steady in FY2018.

It is important to note that the funds received from the sale of the Town’s electric distribution system may not be used to offset
any general shortfall of revenue. The purchase price paid by Choptank Electric Cooperative, Inc. for the Town’s electric
distribution system was $8.2 mitlion, paid to the Town in 2006, and $400,000 paid annually for ten years with zero stated
interest. All net revenues from the sale of the system are committed by the Town Charter, which states:

The funds (from the sale of the system) thus transferred to the Town's general fund shall be
segregated and such funds, together with all earnings thereon, shall be used solely for such capital
improvements by the Town as deemed appropriate by the Town Commissioners from time-to-time.
(See Charter of the Town of St. Michaels, §C-62.1, emphasis and explanation added.)
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In FY 2017 the Commissioners commissioned a comprehensive Full Reserve Study (the “Reserve Study”) that examined the
physical assets of the Town government; the repair and replacement schedules for Town property, equipment and
infrastructure; the financial mechanisms to adequately fund the depreciation of the Town’s physical assets in accordance with
generally accepted municipal accounting standards, and potential funding sources to implement the recommendations from the
Reserve Study. Following the study the Commissioners made changes to the Town Charter which will enable the goals of the
reserve study to be implemented.

There are also several impending multi-year impacts to the Town’s finances related to the Water Department. The St. Michaels
well and distribution system serves not only the Town of St. Michaels, but also the unincorporated county communities of Rio
Vista and Bentley Hay. In the next decade, it is projected that the system may need:

a new well to provide adequate future water service and backup of current water supplies;
a new water storage tower;

inspection and updating of the distribution lines; and

inspection and updating of the current water storage towers;

replacement of water meters system wide as meters installed in the 1980’s age out.

In addition to the above costs, problems continue with the maintenance of the arsenic removal plants. The corrective actions
needed to maintain the system since the expiration of the maintenance contract in 2012 necessitate a continued budget increase
in subsequent years. The Town has applied for and has received assistance from the Maryland Department of the Environment
for help in dealing with the difficult arsenic removal system issue. The grant is in the amount of $1,357,000, a Revolving Loan
Fund loan in the amount of $860,727, with loan forgiveness in the amount of $143,000. The Town also received a grant in the
amount of $300,000 from the DHCD to help offset the new debt service and help minimize water rate increases. In FY2016,
work commenced on the rehabilitation of the arsenic removal plants and the Marengo Street well was put back on line.
Chemical costs are expected to rise with the new filtration system in place and rate increases may result from the increased
operational costs. Work on the arsenic removal system was mostly completed in FY2017. There are a few issues with regard to
the VFD and well pump that will need to be addressed before the project can be closed out.

Water rates were increased by 20% in Fiscal Year 2014 in order to pay for necessary maintenance to the water towers.

A Community Development Block Grant made by the Town in 1985 to Associated Investors, a Maryland general partnership,
came due to the Town in August of 2010. Associated Investors has sold the property to Osprey Development Company, at
which time the loan was paid off and re-loaned to the purchaser. The new purchaser has demolished the building and
constructed 40 workforce housing units, The units enjoy a nearly 100% occupancy. As long as the property remains as such,
the loan will not have to be repaid.

During FY2016 the Town received a grant from the DHCD on behalf of the Community Center to enable the St. Michaels
Community Center to purchase their property.

Although progress is hampered by the loss of revenue, the Commissioners continue to pursue the revitalization of the
Commercial District. A broad scale revitalization effort began in 2001 with the designation of the area as a Designated
Neighborhood in the State of Maryland’s Neighborhood Business Development Program. As detailed in the Community
Legacy Plan of 2008, the renovation of Muskrat Park, the construction of the St. Michaels Nature Trail and the long-range
plans for the improvement of the Fremont Street Corridor all further the Commissioners’ efforts to revitalize the commercial
core of the Town and to enhance the quality of life for the Town’s residents and visitors alike. The multi-year 5.5 million-
dollar street rehabilitation project is in Phase 6 of the five-phase plan to rehabilitate and reconstruct 25 of the Town’s streets,
and was completed in FY2015. Phase 6 is funded through the Electric Utility Fund. Included in the project was the installation
of a bump out and screening of the Acme parking lot as well as installation of brick sidewalk on Fremont from Railroad to
Carpenter Alley. The Town became a Sustainable Community with the Maryland Office of Planning in FY2014.

During FY2016 the Commissioners purchased 124 S. Fremont Street with the intention of using it for governmental facilities,
possible uses include Police, Town Office and or parking. The Commissioners also declared both 101 and 113 Conner Street

-10-



COMMISSIONERS OF ST. MICHAELS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2017

as surplus property, both were sold, with the closing for 101 Conner in FY2017. During FY2017 the Commissioners entered
into a contract to purchase 800 S. Talbot Street, settlement to occur in FY2018.

Capital projects included in the Town’s FY2017 budget included a new police vehicle, the rehabilitation of both Radcliffe
Avenue and Douglas Lane, the removal and replacement of curb and sidewalk in the 300 and 400 block of S. Talbot Street, as
well as engineering for the rehabilitation of the Fremont Street parking lot. The Commissioners also hired a Route Assessment
and feasibility study for the undergrounding of utilities on Talbot Street. During FY2017 the Commissioners also formed a
committee and hired an architect to do a deficiency and needs assessment for the town office and police department buildings.

FINANCIAL CONTACT

The Town’s financial statements are designed to present users (citizens, taxpayers, customers, and creditors) with a general
overview of the Town’s finances and to demonstrate the Town’s accountability. If you have questions about the report or need
additional financial information, please contact the Town’s management at P.O. Box 206, St. Michaels, Maryland 21663-0206.

-11-
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COMMISSIONERS OF ST, MICHAELS

GOVERNMENT-WIDE STATEMENT OF NET POSITION

ASSETS

Cash
Accounts Receivable
Investments
Accounts Receivable - Parking Spaces
Interfund Balances
Capital Assets:

Land

Buildings

Equipment

Improvements

Vehicles

Accumulated Depreciation

Total Assets

Deferred Outflow of Resources

Total Assets and Deferred Outflows

LIABILITIES

Accounts Payable
Non-Current Liabilities:
Compensated Absences
Net Pension Liability
Due within one year
Due in more than one year

Total Liabilities
NET POSITION

Net Investment in Capital Assets
Unrestricted

Total Net Position

30,2017

EXHIBIT A

Governmental Business-Type
Activities Activities Total

358,995 % - 358,995
218,580 200,200 418,780
9,754,435 288,420 10,042,855
28,150 - 28,150
179,553 (179,553) -
1,991,076 - 1,991,076
1,286,733 - 1,286,733
522,726 948,051 1,470,777
8,877,825 5,247,123 14,124,948
390,913 78,206 469,119
(2,708,123) (1,574,979) (4,283,102)
20,900,863 5,007,468 25,908,331
198,154 29,084 227,238
21,099,017 § 5,036,552 26,135,569
140,562 § 21,938 162,500
164,028 16,604 180,632
910,944 140,866 1,051,810

- 130,019 130,019

- 1,200,743 1,200,743

1,215,534 1,510,170 2,725,704
10,361,150 3,188,086 13,549,236
9,522,333 338,296 9,860,629
19,883,483  $ 3,526,382 23,409,865

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS

-13-
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COMMISSIONERS OF ST. MICHAELS EXHIBIT C

BALANCE SHEET
GOVERNMENTAL FUND
JUNE 30, 2017
General
ASSETS Fund
Cash $ 358,995
Accounts Receivable 218,580
Investments 9,754,435
Total Assets $ 10,332,010
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable $ 140,562
Fund Balance:
Committed 8,079,004
Unassigned 2,112,444
Total Fund Balance 10,191,448
Total Liabilities and Fund Balance $ 10.332.010
Amounts Reported For Governmental Activities in The Statement of Net Position Are Different Because:
Total Fund Balance $ 10,191,448
Accounts Receivable - Parking Spaces are long-term assets 28,150
Interfund Balance - Due to General Fund from Enterprise Fund 179,553
Capital assets and related accumulated depreciation used in governmental activities are not
financial resources and therefore are not reported in the governmental fund's balance sheet. 10,361,150
The deferred outflow of resources is not a current financial resource and therefore is not
reported in the governmental fund's balance sheet 198,154
The net pension liability is not due and payable in the current period and therefore is not reported in the
governmental fund's balance sheet (910,944)
Compensated absences are not due and payable in the current period and therefore are not reported in the
governmental fund's balance sheet (164,028)
Net Position of Governmental Activities $ 19,883,483

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS -15-



COMMISSIONERS OF ST. MICHAELS

EXHIBIT D

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND
FOR THE YEAR ENDED JUNE 30, 2017

Revenues:
Taxes
Revenue from Other Agencies
Licenses and Permits
Rental/Franchise Revenue
Fines
Service Charges
Investment Income
Sale of Property
Miscellaneous

Total Revenues
Expenditures:
Current:
General Government
Police
Public Works
Capital Outlay
Total Expenditures
Excess of Revenues over/(under) Expenditures
Other Financing Sources/(Uses):
Operating Transfers
Non Operating Transfers
Principal Proceeds from Choptank Note
Total Other Financing Sources/(Uses)
Net Change in Fund Balance

Fund Balance - Beginning

Fund Balance - Ending

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS

$

$

General
Fund

1,867,264
193,343
49,135
258,477
10,637
47,834
72,446
108,001
59,783

2,666,920

756,238
1,022,336
628,255

267,541

2,674,370
(7,450)
148,929

(182,303)
384,615

_— -
351,241
343,791

9,847,657

10,191,448

-16 -



COMMISSIONERS OF ST. MICHAELS EXHIBIT E
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUND TO THE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2017

Net Change in Fund Balance - Total Governmental Fund $ 343,791

Amounts reported for governmental activities in the statement of
activities are different because:

Pension plan adjustments related to GASB 68 affect the amount of pension expense

reflected in the financial statements (3,631)
Parking space proceeds were previously reported as revenue in government-wide statements (25,217)
Loan from General Fund to Enterprise Fund, net of repayments 179,553

Governmental funds report capital outlay and construction in progress as expeditures.
However, in the government-wide statement of activities the cost of those assets is
allocated over their estimated useful lives as depreciation expense. This is the amount
of capital assets in the current period. 267,541

Book value of assets sold does not require the use of current financial resources (170,302)

Governmental funds report proceeds from the Choptank note receivable as
income when received. However, the government-wide statement of activities
reported the entire gain in 2007, the year of sale. (384,615)

Long-term liabilities are not due and payable in the current period and therefore are not
reported in the funds. This is the change in the compensated absences for the year. (12,696)

Depreciation expense on capital assets is reported in the government-
wide statement of activities, but it does not require the use of
current financial resources. Therefore, depreciation expense is not

reported as an expenditure in the governmental fund. (356,229)
Change in Net Position of Governmental Activities $ (161,805)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS -17-



COMMISSIONERS OF ST. MICHAELS

EXHIBIT F

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

Revenues;
Taxes
Revenue from Other Agencies
Licenses and Permits
Rental/Franchise Revenue
Fines
Service Charges
Investment Income
Sale of Property
Miscellaneous

Total Revenues

Expenditures:
Current:
General Government
Police
Public Works
Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

Other Financing Sources/(Uses):
Operating Transfers
Principal Proceeds from Choptank Note
Non-Operating Transfer
Prior Year Reserves
Total Other Financing Sources/(Uses)
Net Change in Fund Balance

Fund Balances - Beginning

Fund Balances - Ending

BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2017

$

Budgeted Amounts Favorable
Actual (Unfavorable)
Original Final Amounts Variance
1,857,054 § 1,857,054  § 1,867,264 $ 10,210
174,104 174,104 193,343 19,239
36,100 36,100 49,135 13,035
260,670 260,670 258,477 (2,193)
1,500 1,500 10,637 9,137
2,300 2,300 47,834 45,534
37,234 37,234 72,446 35,212
- - 108,001 108,001
- - 59,783 59,783
2,368,962 2,368,962 2,666,920 297,958
747,576 763,527 756,238 7,289
1,046,489 1,029,488 1,022,336 7,152
567,712 611,712 628,255 (16,543)
777,500 522,500 267,541 254,959
3,139,277 2,927,227 2,674,370 252,857
(770,315) (558,265) (7,450) 550,815
148,929 148,929 148,929 -
384,615 384,615 384,615 -
(182,303) (182,303) (182,303) -
385,700 176,650 - (176,650)
736,941 527,891 351,241 (176,650)
(33,374) (30,374) 343,791 374,165
9,847,657 9,847,657 9,847,657 -
9,814,283 $ 9,817,283  § 10,191,448 § 374,165
-18 -
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COMMISSIONERS OF ST. MICHAELS EXHIBIT G
STATEMENT OF NET POSITION - ENTERPRISE FUND

JUNE 30, 2017
ASSETS Water Fund
Current Assets:
Accounts Receivable $ 200,200
Investments 288,420
Total Current Assets 488,620
Capital Assets:
Equipment 948,051
Improvements 5,247,123
Vehicles 78,206
Accumulated Depreciation (1,574,979)
Total Capital Assets 4,698.401
Total Assets 5,187,021
Deferred Outflow of Resources 29,084
Total Assets and Deferred Outflows $ 5.216,105
LIABILITIES
Current Liabilities:
Accounts Payable $ 21,938
Current Portion of Long-Term Debt 130,019
Total Current Liabilities 151,957
Non-Current Liabilities:
Compensated Absences 16,604
Net Pension Liability 140,866
Interfund Balances 179,553
Long-Term Debt - Net of Current Portion 1,200,743
Total Non-Current Liabilities 1,537,766
Total Liabilities 1,689,723
NET POSITION
Invested in Capital Assets, Net of Related Debt 3,188,086
Unrestricted 338,296
Total Net Position 3,526,382

Total Liabilities and Net Position $ 5,216,105

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS -19-











































































